PETER C. HARVEY

ATTORNEY GENERAL OF NEW JERSEY
22. S. Clinton Ave., Bldg. 4, 2™ Floor
P.0, Box 117 :
Trenton, New Jersey 08625 0117

attorney for Plaintiff, Commissioner of
of Banking and Insurance

.By: James Ay‘Carey, Jr.

Deputy Aftorney General

(609) 633-9847

ol

HOLLY C. BAKKE,
COMMISSIONER OF BANKING
AND INSURANCE, STATE OF
NEW JERSEY,

Plaintiff,
v.

MIIX INSURANCE COMPANY,
THE MIIX GROUP, INC,

and NEW JERSEY STATE
MEDICAL UNDERWRITERS, INC.,

Defendants.

SUPERIOR COURT OF NEW JERSEY
CHANCERY DIVISION, MERCER COUNTY
DOCKET NO.:

MEL-C~ 8 ~0Y

Civil Action

ORDER TO SHOW CAUSE
WITH TEMPORARY RESTRAINTS }r
) AND OTHER RELIEF

. THIS matter having been opened to the Court by Peter C.

Harvey, Attoxney General of New Jexsey, by. Janes A. Carey, Jr.,

Deputy Attorney;General, as attorney foxr plaintiff,.ﬂolly C. BakkKe,

Commissioner of the Department of Banking and Insurance of the

State of New Jersey ("Commjissioner

"), upon a Verified Complaint for

an Order directing defendants to appear and show cause why an Order

should not be eontered, pursuant to N.J.S.B. 17:30C-1 et seq.,




providing for the rehabilitation 6f MIIX Insurance Company (“"MIIX °

Insuxance”) and the ap'p'ointment of the Commissioner as - .

Rehabilitator of MIIX Insurance and imposing injunctive relief

pursuant to N.J.S.A. 17:30C-5; and the Court having considered the

Verlfled Coyplalnt and brief; and'

IT FURTHER A&PEARING that MIIX Insurance is in such
financial condition that its further transaction of business will
be hazardous to its policyholders, credltors and the publlc. and

~

" Y IT EURTHER "APPEARING MIIX Insurance is. a New Jersey
domiciled property and casualty insurer licensed to transact
insurance business in New Jersey; and

IT FURTHER APPEARING that MIIX Insurance, MIIX Group.
Inc., -and New Jersey State MedicalAUndezwrite;s, Inc., although
independently chartered and incorporated{'a;e affiliated companies
that share & common hanagement strustu;e, which exércises
managsment control over all the operatiohs of the companies: that
pursuant to a Emnagement-Services Agfeement, New Jersey' State
Medical Uﬁderwripers, Inc. performs . the claims‘administration
ser&ices and other management éervices for MIIX Insurxance: and

IT EURTHER ADPEARING that MIIX ;nsursnce does not have
n claims admlnlstratlon or similar

the capacity to perform its ow

policyholder services, but rather relies on New Jersey state

Medical Underwriters, Inc., to perform those functions; and




IT FURTHER APPEARING tﬁat as a result of the reliance of
MIIX Insuranee on the Management Services Agreement with New dersey
State Medicel Uederwriters, Inc., that contract must remain in
force during the period between the filing of this Order to Show
Cause and tﬁé entry of an Order of Rehabilitation:
| IT IS on this __E%:lijﬁ_ day of August, 2004;
ORDERED that:

(1) Defendants appear and show  cause befcre the

-
- -

Honorable Neil HV Shuster, Presiding Judge, Chancery D;v151on,
Superiox Court- of New Jersey, 210 S. Broad Street, Trenton, Newjr‘

1heson
Je;sey onx September 29%? . 2004, aﬁnékém%—eam. or as soon
thereafter as counsel may be heard, why an Crder should not be
entered:

(a) Declaring that MIIX Insurance is in a hazardous
financial condition such that further operation would be hazardous
to its policyholders, credxtors and the publlc.

(b) Appointing the Comm1551oner as Rehabilitator of
MIXIX Insurance with all the powers and authority expressed or
lmplled by N.J.S.A. 17:30C-1. et sed.. and the implementing
regulations for these. statutes, and vesting her with immediate and
exclusive posse531on and control of, and tltle to, the business of
MIIX Insurance and all books, records, files,‘equlpment, computer
nardware and software, assets and property of MIIX Idsurance,

whether real or personal, wherever such materials may be located,
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xncluding but not limited to bank accounts, certificates of
deposit, bonds, seCuriéies or othe? financial instruments of MIIX
Insurance wherever located or situated;

() Directing the Rehabilitator to take immediate
and exclugﬁﬁe possession of the business and property.of MIIX
Insurance and to 'exercise fﬁll and exclusive authority over the
business and affairs thereof, and tc take the steps'necessary to

xemove the causes and conditions which have made rehabilitation

- -

-.

necessary:

(d) Granting the Rehabilitator such other injunctive
and equitéble relief as .may: be necessary to protéct the
policyholders . and creditors of MIIX insurance és well as the
genéral public from the effects of MIIX Insurance’s .hazardous
financial condition.

_ (2) Effective immediately upon‘eﬁtzy‘of the within Order
to Show Cause and pursuant to N.J.S.A. 17}30C—5, all persohs,
corporations, pa;tnérships, associations, governmental entities,
and all other entities of any nature wnerever sitﬁated, including
but not limited to those ﬁot within the jurisdiction of the
Commissioner, and MIIX Insurancé,. its fdiréccors, officers{
trustees, ageﬁtsf employees, representatives aqd‘claiﬁants, and
creditors thereof, are he:eb§ enjoined and restraineq from:

(a) Commencing.or filing any action at law or
' .equity, or any special proceeding or any

other proceeding of any nature agairst
MIIX Insurance or its direct insurance

4




subsidiaries, without leave of the
Commissioner or this Court;

(b) Taking any action in violation of the
following administrative order which
remains in full foxce and effect: Order
No.C03-103, dated May 1, 2003;

(c)V Wasting, .transferring, selling,
concealing, - destroying, disbursing,
disposing of, assigning, or interfering
with, any assets, contracts, causes of
action, funds, or other property of any
nature of MIIX Insurance, except as

-~ . ° otherwise provided in .this Order;

i (d) Except as otherwise provided herein,
terminating or canceling without leave of
Court, any reinsurance. agreement (or
making any additional premium charge to
MIIX Insurance thereundex) or any lezase,
contract, license or other arrangement
with MIIX Insurance for .the provision ox
supply of any office space, supplies, or
equipment, including but not limited to,
computer hardware and/or software or any
other services or materials or equipment
of any. nature -that are reguired to
operate the business of MIIX Insurance.

(3) 2Aall secured creditors or parties, lien holders,
collateral holders or other pexsons claiming a secured, priority or
preferred interest in any property or assets of MIIX Insurance are
hereby enjoined and restraired from taking dny steps whatsoever to
‘t?ansfer, sell, encumbex, attach, dispose of, or exe;gise purﬁorted
rights in or against, any property or assets of MIIX Insurance Or
its direct subsidiaries. o

| (4) Effective immediately upon execution of this Order to

Show Cause, no Dbank, savings and loan association oOr other




financial institut%on, or any other entity of any nature holding
property, assets, funds or a¢count§ of, for, oxr on behalf‘of, MIIX
Insurance, including any member, provider, subscriber,. or creditcr
of MIIX Insurance,_shall exercise any form of set-off, alleged set-

54

“off lien, ortyany form of self-help whatsoever with respect tO'éaid

o~

property, assets, funds or accounts without the prior approval of

the Court.

. (5) Effective immediately upon execution of this Order to

Show™ Ca&ée,’ the officers, directors, trustees, ageats,
representatives . and employees of MIIX Insurance, -.and, 1f
appropriate, any entity that contracts with such party shall permit
the Commissioner, her staff or designees to have access to any édd
all premises, and if requested, copies of all or parts of any and

all accounts, records and files, relating to the operation of MIIX -

Insurance.

(6) Effective immediately ‘and pending the return date of
this Order to Show Cause, MIIX Group. Inc., and New Jersey State
Medical Underwriters, Inc., shall continue to provide all

administrative, underwriting, c¢laims and policyholder services,

continue to perform all computer/database related services and

continue to provide access TO computer hardware and softwage. to

-

MIIX Insurance putsuanﬁ to the Management Sexvices Agreement

between MIIX Insurance and New Jersey State Medical Underwriters,

Inc., and any other agreements; MIIX Insurance shall continue to




rnake regular payments to New Jersey .State Medical Underwriters,
Inc., at the rate of payment and as provided by the Midnagement
Services Agreement.

(7) Effective immediately and pending the return date of

o~

this Orderigg Show Cause, deféndants shall not declare, issue or
distribute dividends or o&herwise transfer assets from MIIX
Insurance to MIIX Group, Inc., any shareholder, or any other
person, corporagion or entity, other than payments made in the

~ ‘ < .
ordinary course of business.

(8) If any party intends to file answering affidavits or

briefs or seek other relief in the present matter, such papers
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shall be filed with the Court and served upon Deputy Attorney
' ‘ 4 %4 %
General James A. Carey, Jr., attorney for plalntlff,ﬂ =
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plaintiffs may file reply papers. =

return—dete—of—this Order to Show Cayse, and if defendants fail to

serve their answer upon the Attorney General, judgment by default

. order of this Court. Defegdants aze hereby given leave to more for
aidsolution/ or modification of ¥ne sai estraipfs or an of them /%éffo
(] | .

nay ‘be rendered against them for the relief demanéed in the

verified tomplaint.

(9) The above restraints'shall continue until further

days potice/to the aintiff/

Mits




It is further ORDERED that a copy of this Order to Show |
Cause, the Verified Complaint, and memorandum of law be served upon
" the defendants w;thin _E%L“ days of the date hereof, sajd service
to be made by certified'mall,.returnAfeceipt reqﬁested and by
regular mafﬁ, or by Dersonal service, either of which means of

service shall be deemed suff1c1ent service of process . ‘upon the

defendants,
NOTICE OF ORDER
~Ze 1. S;rvice of a true confoxmed .copy of this Orderfto

Show'caﬁse, and Brief, filed herewith, shall be served by first
class mail upon any.guaranty association which is or may become
obligated in the event MIIX Insurance is later liquidated, on or
before % }l‘ffiﬁhﬁg, 2004

: ' 2. Notlce of this applicaticn to.any otrer interested
parties shall be accomplished by publishing a copy of the Notice in
a newspaper of general circulation in the cobnty within which MIIX

Insurance’s corporate offices are located, specifically, The

T;entoﬁ Times, The Wall Street Journal, The Negark'Star Ledger, and
The New Jersey Law Journal on or before 'éigoff4¢1lwh > ..

2004:; and that sueh Notice shall constitute good and sufficient

notice of this apblication to all persons_havihg an interest in or

claim against MIIX Insurance subject to the reguirements of due

process of law.




3. A copy of the proposed Order for Rehabilitation,
filed herewith, shal) remain avajilable for public inspection during
~regular business hours for at least 10 days prior to the return
date of thgégrder-To Show Cause at the following locations:

53 _ :
(a) MIIX Insurance Company
2 Princess Road
Lawrenceville, N.J. 08648

(b) New Jersey Department of Banking and Insurance
Office of Solvency Regulation

. 20:West State Street, 8 Floor
Trenton, N.J. 08625

]

bl

(c) Superior Court of New Jersey
Mercer County
210 South Broad Street
Trenton, N.J. 0865020

Hon. Neil H. Shuster, P.J. Ch. DiVv.




